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Managing Director's Comments on Fund Annual Meeting 


At the closing joint session of the 16th Annual 
Meeting of the Boards of Governors of the Bank and 
the Fund, Mr. Per Jacobsson, Managing Director of 
the International Monetary Fund, said that he could 
give assurance that very careful attention would be 
given to the comments made by the Governors of the 
Fund at the Meeting. He would like to have commented 
in detail on all of the speeches, but time limitations 
made it possible for him to refer specifically to only a 
few of the more general points discussed. He men- 
tioned first the references by a number of Governors 
to the difficulties of the raw material producing coun- 
tries resulting from the weakness and fluctuations in 
the prices of their export products. 

“The Governor for Malaya requested that the Fund’s 
staff should study this whole complex of questions, 
and I would like to assure him and the other speakers 
who referred to this matter that these questions have 
been considered, and will continue to be considered, 
most carefully in the Fund. Indeed, members of the 
staff took part in the discussions held by the group of 
experts appointed by the Secretary-General of the 
United Nations to study international compensation for 
fluctuations in commodity trade. 

“Many Governors referred to the difficulties encoun- 
tered by developing countries in their efforts to export 
to the industrialized countries. This is a matter which 
is causing concern in many quarters of the world, and 
I am certain that the representatives of the industrialized 
countries have carefully noted what has been said. 
Aid without the opportunity for trade will be of little 
long-term benefit to the developing countries, and will, 
therefore, not fulfill the objectives of those who grant 
the aid. While the benefits of a multilateral payments 
system are recognized and accepted, we must give due 
weight to the fact that trade liberalization has not 
progressed sufficiently, and certainly not in fields which 
are of importance for the achievement of a better 
balance between the richer and the poorer countries. 
There are still restrictions and discrimination in the 
field of trade and shipping, and the Fund will continue 
to be interested in these matters. As several Governors 
have stressed, one of the purposes of the Fund is to 
facilitate the expansion and balanced growth of inter- 
national trade. The Fund will make every effort to 
pursue this objective within the scope of its functions. 
In this, and in other matters, the Fund welcomes con- 


tinued cooperation with other international and regional 
organizations. 

“From the discussions at this Meeting, I think it is 
clear that there is complete agreement that monetary 
stability is the only safe foundation for sustained 
economic growth. That this has become so widely 
accepted is vital to the Fund in its work, for a stabiliza- 
tion program can never be truly effective unless all 
those involved in its implementation are convinced 
of its necessity. 

“The Governor for Austria laid great stress on the 
need for monetary discipline, which has had such 
beneficial effects in his, as well as in other, countries. 
Many other Governors emphasized the same theme— 
and I conclude that there is world-wide agreement on 
this. As the Governor for the Netherlands so impres- 
sively pointed out, the monetary authorities have to 
tread a narrow path, particularly between inflation and 
deflation. This is a useful reminder, and I fully agree 
with him that our problems are primarily problems’ of 
monetary management, for whatever dangers may be 
inherent in certain of our institutional arrangements, 
I think good policies can overcome them, especially if 
international resources, when needed, are used to gain 
time for the proper execution of a domestic program 
of action. 

“I think that the consensus at this Meeting has been 
that the present monetary system should be maintained 
because it has served the world quite well during the 
years since the end of the Second World War. I agree 
with the Governor for France, however, who said, 
‘While recognizing that the world cannot, in the present 
state of affairs, fail to apply the system of the gold 
exchange standard, we must remain conscious of the 
risks of this system.’ We believe that the system needs 
to be strengthened, mainly because the possibility of 
the transfer of funds from one country to another can 
cause difficulties against which a proper defense should 
be provided. 

“We have heard from the Governors of the two 
main reserve countries—the United Kingdom and the 
United States—that their Governments are determined 
to make all the efforts necessary to maintain a satis- 
factory balance of payments position and to preserve 
the value of their currencies. To enable the existing 
monetary system to work effectively, full confidence in 
the reserve currencies is indispensable, and we welcome 
these statements. 
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“At the same time, an essential part in the present 
system is played by the International Monetary Fund, 
as a central agency lending strength to the currency 
structure. I think it has generally been agreed at this 
Meeting that the Fund should be adequately equipped 
to help to deal with those problems that affect the 
stability of the system. And it is for this reason that 
we have been discussing the question of strengthening 
the Fund’s resources by borrowing currencies under 
Article VII of the Fund Agreement. Attention has been 
concentrated on making arrangements with the govern- 
ments of the main industrial countries. This is, of 
course, a question of profound interest to all members 
of the Fund, for they all are vitally interested in meas- 
ures designed to meet any major strains on the world’s 
monetary system. 


“I am glad to be able to say that all the Governors 
who touched on this subject expressed a positive interest 
in having the Fund make suitable borrowing arrange- 
ments to meet this contingency, and it is particularly 
heartening to find a broad measure of agreement among 
the countries that would be the expected lenders under 
such borrowing arrangements. As a result of this week’s 
Meeting, I am confident that an arrangement can be 
worked out, large enough to be a powerful deterrent 
to any threat to the stability of our system. By its very 
existence, such an arrangement may indeed be expected 
to have a calming effect. 


“I mentioned in my opening statement that general 
safeguards for the lending members would have to be 
provided in any borrowing arrangement which would 
be established. Much attention has been devoted to this 
aspect in the discussion, and this is certainly a matter 
to which a great deal of attention must be given in the 
coming negotiations. Much work remains to be done, 
but my hope is that this work may be concluded by 
the Executive Directors before the end of this year. 


Haitian Stand-By Arrangement with the Fund 

The International Monetary Fund has entered into a 
stand-by arrangement under which the Government of 
Haiti may draw the equivalent of $6 million from the 
Fund during the next 12 months. 

The Haitian Government did not draw upon its 
previous stand-by arrangement with the Fund, which 
expired on September 30, 1961. Its drawings in earlier 
years amounted to $5.4 million, of which $2.6 million 
has been repaid. There was some improvement in 
Haitian finances during 1960-61, but an arrangement 
with the Fund is still regarded as a useful supplement 
to the country’s reserves, assisting the Government to 
maintain the convertibility of its currency. 


Source: International Monetary Fund, Press Release, 
Washington, D.C., October 2, 1961. 


If that aim is achieved, there would be sufficient time 
for the member countries that will participate in this 
borrowing arrangement to seek early next year whatever 
authorizations are needed to give effect to the arrange- 
ment in their own countries. 


“In addition, several Governors, including those for 
Canada, France, Germany, the United Kingdom, and 
the United States, referred to the possibility that the 
Fund might borrow currencies from one or more of its 
member countries when, for other requirements of the 
Fund, the Fund’s holdings of those currencies might 
need to be replenished. Of course, if the Fund needed 
to replenish its holdings in this way it would agree with 
the lender on all the terms on which this would be done. 


“It has been my experience that during all the work 
on the development of Fund policies and activities, 
which has now been going on for many months, we 
have achieved a much better understanding of the 
working of our monetary system and the role that the 
Fund may play in it. In the same way, we have found 
the discussions at the present Meeting very useful and 
illuminating, and I am sure that the work which remains 
to be done will increase the understanding of our 
common problems. 

“I would like to end these remarks by commenting 
on what I believe to be one of the most favorable 
aspects of the world financial position today. I refer to 
the growing sense of mutual cooperation and commu- 
nity of interest in financial matters between the nations 
of the free world. The Fund has played, and will 
endeavor to play, a useful role in fostering this sense 
of interdependence among nations, both through meet- 
ings such as this and in the regular consultations with 
member countries and discussions in the Executive 
Board.” 

September 22, 1961. 


Readmission of Dominican Republic to IBRD 

The Dominican Republic, which withdrew from 
membership of the World Bank in December 1960 
(see this News Survey, Vol. XII, p. 595), applied for 
readmission in July 1961, and was readmitted on 
September 18. 


The Dominican Republic’s subscription to the capital 
stock of the Bank is 80 shares, with a total par value 
of $8,000,000. Its readmission brings the Bank’s 
membership to 72 countries, and increases the total 
subscribed capital to $20,287,800,000. 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
September 19, 1961. 
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Silver Prices and Stocks 


The possibility of a world shortage of silver has 
stimulated a renewed interest in the silver market during 
the past few months, and many speculators are now 
finding this market more attractive than the gold 
market, which hitherto had held their attention. Prices 
of silver were fairly stable during 1960, but early 
in 1961 the forward delivery price reached 80% pence 
a fine ounce, the highest figure since January 1957. 
Although forward prices subsequently eased, they are 
now showing renewed signs of strength. 


The main silver producing countries are Mexico, the 
United States, Canada, and Australia, but, as total 
world consumption of silver exceeds production, there 
is an excess of demand which has to be met from 
other sources, such as the demonetization of silver coin 
and sales of U.S. Treasury “free” stocks of silver. 


After World War II, the United Kingdom decided to 
replace its silver coinage by one made of cupro-nickel. 
This made available silver bullion, which was used for 
repayments to the United States of amounts due under 
lend-lease and which also provided a supply of silver 
to meet industrial demands. Refining of the withdrawn 
coinage is still in progress, but of 5 million ounces 
refined in the United Kingdom during 1960 only 
about | million ounces were offered in the market, the 
remainder being retained by the Mint to meet coinage 
orders from abroad. At the present rate of refining, 
these stocks should last for about six years. 


Silver certificates in circulation in the United States 
are covered by official holdings of silver; any silver 
in excess of this amount forms the U.S. Treasury “free” 
stocks, from which the Treasury has the option to sell 
to industrial consumers at approximately the equivalent 
of 78 pence a fine ounce. Because the market price for 
silver has been above the U.S. official selling price, 
industrial consumers have drawn heavily on these 
stocks. If withdrawals continue at the same rate, it is 
estimated that these stocks could be exhausted in less 
than three years. 


Mainland China has become an important exporter 
of silver to the London market during the past 18 
months. There is the possibility of a continued supply 
from this source, which is thought to come chiefly from 
the demonetization of silver coin; these sales of silver 
are helping to finance imports by Mainland China of 
wheat and barley from Australia and Canada. 


Demand for silver is likely to remain strong. 
Industrial demand is continually expanding with the 
increasing use of silver in the electrical and electronics 
industries. Silver is also still in demand for coinage; 


the London market recently supplied France, Austria, 
Sweden, Switzerland, and Italy with silver for this 
purpose. 
Source: Barclays Bank Review, London, England, 


August 1961. 


International Coffee Agreement 


The 28 member countries of the international coffee 
agreement have approved an extension of the agreement 
for six months beginning October 1. The arrangement 
will permit producer countries to export a total of 
18,250,575 bags in the six months—9,204,131 bags 
in the October-December 1961 quarter and 9,046,444 
bags in the January-March 1962 quarter. Among the 
various countries, Brazil has the largest quota 
(8,160,845 bags for the six-month period) and 
Colombia the second largest (2,716,671 bags). 


Source: The Journal of Commerce, New York, N.Y.., 
September 28, 1961. 


Europe 


Industrial Production in Ireland 


Industrial output in the Irish Republic rose by 
almost 9 per cent in the first quarter of 1961, and this 
rate of growth was maintained in the second quarter 
despite a month-long cement strike, which caused output 
in the structural clay products industry to be 10 per cent 
lower than in the same period of 1960. Production rose 
most sharply in the chemical and fertilizer industry, 
but increases of more than 10 per cent were recorded 
in the metal and engineering industry, the clothing and 
footwear industries, the food processing industries, and 
the miscellaneous manufacturing group, which includes 
many of the new industries established in Ireland in 
recent years by foreign investors. 


The continued growth of industrial output was due 
to a rise in domestic demand combined with a continued 
expansion of exports of industrial products. While 
exports of certain manufactures, i.e., cement, new cars, 
metals, petroleum products, and nylon products, were 
lower in the first half of 1961 than in the corresponding 
period of 1960, the value of other manufacturing 
exports is estimated to have risen by 20-25 per cent. 


Both higher labor productivity and increased employ- 
ment have contributed to the industrial expansion. The 
number of workers engaged in manufacturing produc- 
tion during January-June 1961 was about 3% per cent 
higher than a year earlier, and both output per worker 
and earnings rose by 5 per cent. 


Source: The Financial Times, London, England, Sep- 
tember 27, 1961. 
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Danish Import Regulations 


Since the price of Danish grain has fallen below the 
base price stipulated in accordance with the grain law 
that became effective in June 1959, the Danish Govern- 
ment, at the request of the agricultural organizations, 
has put a temporary embargo on imports of foreign 
fodder grain. The embargo will be abolished when the 
price of Danish rye for fodder and barley reaches 
DKr 40 a barrel. No official price quotation for fodder 
grain is available, but the price of barley has risen 
lately and it now is probably about DKr 37-38 a 
barrel. Barley, oats, maize, buckwheat, and millet will 
be transferred from the free list to the restricted 
import list. 

This year, 118,000 tons of foreign fodder grain had 
been purchased by September 1, compared with 
184,000 tons by the same date in 1960. 


Source: Bérsen, Copenhagen, Denmark, September 13, 
1961. 


Termination of Danish-Turkish Payments Agreement 


With an exchange of notes dated June 19 and 
June 27, 1961, agreement has been reached to termi- 
nate the payments agreement of December 15, 1948 
between Denmark and Turkey. 

Source: Announcement from the Ministry of Foreign 
Affairs, Copenhagen, Denmark, August 31, 
1961 


Indebtedness of the Public Authorities in Germany 


The Deutsche Bundesbank reports that the increase 
in indebtedness of the public authorities in the Federal 
Republic of Germany proceeded more slowly in 1960 
than in previous years, and that the banks’ share in 
providing funds declined considerably. Total public 
indebtedness, which had increased by DM 4.8 billion 
in 1958 and by DM 5.3 billion in 1959, rose by 
DM 3.6 billion ($900 million) in 1960. If the develop- 
ment loan subscribed by industry and special payments 
by Germany to international institutions are not con- 
sidered, public indebtedness rose in the first six months 
of 1961 by DM 1.4 billion, compared with DM 1.9 bil- 
lian and DM 2.5 billion in the same periods of 1960 and 
1959, respectively. This lower rate of growth was due 
primarily to the fact that, because of the abundance of 
tax revenue, the Federal Government and the Lander 
hardly needed to resort to the capital and money mar- 
kets. Borrowing by the Federal Government for pur- 
poses of the general budget was contained within narrow 
limits; as a result of redemptions, it had declined by the 
middle of this year to DM 2.34 billion, the same as in 
mid-1960. Regular redemption by the Lander resulted 
in their debt being reduced from a peak of DM 4.6 bil- 
lion in May 1959 to DM 4.2 billion on June 30, 1961, 


the figure to which it had fallen at the end of 1958. 
For the municipalities, new indebtedness amounted to 
DM 1.45 billion in 1958, DM 1.25 billion in 1959, 
and DM 1.39 billion in 1960. In the first half of 1961 
it declined to DM 0.54 billion, from DM 0.68 billion 
in the first half of 1960. 

The share of nonbank creditors in the total addition 
to the public authorities’ indebtedness rose from 14 per 
cent in 1958 to 23.5 per cent in 1959 and 73.6 per cent 
in 1960; in the first half of 1961, it was 55.2 per cent. 
This was due to the fact that the banks abstained, 
particularly in 1960, from entering into new engage- 
ments and even reduced their assistance to the public 
authorities. Nevertheless, banks continue to account for 
the greater part of the total outstanding public debt. 
In the approximately 13 years that elapsed between the 
currency reform and the end of June 1961, they 
extended to the public authorities credits amounting to 
about DM 21 billion, or roughly 63 per cent of the 
post-currency-reform indebtedness accrued up to that 
date. 


Source: Deutsche Bundesbank, Monthly Report, Frank- 
furt am Main, Germany, August 1961. 


Credit Measures in Germany 


On September 28 the Central Bank Council of the 
Deutsche Bundesbank reduced the minimum reserve 
requirements on domestic bank deposits by a further 
5 per cent of their October 1959 level (see this 
News Survey, Vol. XIII, p. 292). This measure, to 
take effect in October 1961, lowers the reserve require- 
ments on savings deposits to the level of October 1959, 
i.e., that prevailing prior to the substantial increases in 
the requirement rates; the reserve requirements for sight 
and time deposits are now 5 per cent above their 
October 1959 level. 

Source: Die Welt, Hamburg, Germany, September 29, 
1961. 


Balance of Payments of Belgium-Luxembourg 

Balance of payments data for Belgium-Luxembourg 
show that the surplus on account of goods and services 
rose from BF 1.2 billion in 1959 to BF 4.9 billion in 
1960. Receipts from exports increased by 15 per cent, 
to BF 163.6 billion, and expenditures on imports rose 
by 13 per cent, to BF 162.3 billion; thus, there was 
a trade surplus (f.o.b.) of BF 1.3 billion, in contrast 
to a deficit of BF 1.8 billion in 1959. Net income from 
services rose from BF 3.6 billion in 1959 to BF 4.2 
billion in 1960. The increase in net income from 
investment abroad, and in service receipts of Belgian 
border workers employed in France, more than offset 
the decline in net receipts from transportation and the 
increase in the deficit on insurance items and miscel- 
laneous public transactions. 
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The surplus on account of private transfers was 
BF 3.1 billion; as in 1959, it was due to remittances 
from Belgian nationals in the Congo and Ruanda- 
Urundi. Most of these remittances in 1960 occurred in 
the first part of the year. Public transfers to the Congo 
and to the Development Fund of the European Eco- 
nomic Community amounted to BF 2.5 billion. 


The net private capital outflow increased from 
BF 2.1 billion in 1959 to BF 2.5 billion in 1960. There 
was a net inflow of BF 0.2 billion on account of com- 
mercial transactions in 1960, in contrast to a net out- 
flow of BF 1.2 billion in 1959. For “other” private 
capital, the net outflow increased from BF 0.9 billion 
in 1959 to BF 2.7 billion in 1960. Official capital 
transactions for 1960 showed an inflow of BF 4.9 bil- 
lion; in 1959, there had been an outflow of BF 3.5 
billion. The total foreign debt of the Treasury in- 
creased by BF 5 billion in 1960, mainly on account of 
short-term borrowing abroad; movements of capital 
of other public institutions resulted in a net inflow of 
BF 1.7 billion. The main official payments consisted 
of loans to the Congolese Treasury, advances to 
Ruanda-Urundi, and repayments by the Belgian Treas- 
ury on account of borrowings made by the Congo 
before June 30, 1960 with the guarantee of the Bel- 
gian Government. 

As a result of these developments, and with account 
taken of net errors and omissions of BF 1.7 billion, 
the net external assets of the monetary institutions of 
the Belgian-Luxembourg Economic Union (BLEU) 
increased by BF 6.2 billion in 1960; in 1959, they had 
declined by BF 4.1 billion. The total gold and foreign 
exchange reserves of the central bank rose by BF 10 
billion in 1960, whereas they had declined by BF 8.4 
billion in 1959. At the end of 1960, these holdings 
amounted to BF 71.1 billion ($1,422 million); and 
in the first half of 1961, they increased to BF 73.6 bil- 
lion ($1,472 million), as an inflow of private capital 
and further short-term borrowings abroad by the 
Belgian Treasury more than offset the trade deficit 
(c.i.f.). 


The balance of payments between Belgium-Luxem- 
bourg and the Congo and Ruanda-Urundi indicates 
that an increase in the trade deficit of the BLEU 
vis-a-vis these countries led to a reduction, from 
BF 10.4 billion in 1959 to BF 8.6 billion in 1960, in 
the surplus on goods and services account. Private 
transfers were BF 3.2 billion, about the same as in 
1959, while public transfers to the Congo rose to 
BF 1.5 billion. Private capital movements resulted in 
an inflow of BF 3 billion (compared with an inflow of 
BF 3.3 billion in 1959), owing to the repatriation of 
capital in the first half of the year. An outflow of 
BF 2.6 billion on account of official capital trans- 
actions reflected the loan transactions referred to 


above. As in previous years, the over-all payments 
deficit of the Congo and Ruanda-Urundi with Belgium- 
Luxembourg was financed to a large extent by the 
balance of payments surplus of the Congo and Ruanda- 
Urundi with other countries. 


Source: Banque Nationale de Belgique, Bulletin 
d’Information et de Documentation, Brussels, 
Belgium, July 1961. 


Far East 


Exports by India’s State Trading Corporation 


Exports by India’s State Trading Corporation have 
shown a progressive increase in recent years—from 
Rs 210 million in the year April 1957-March 1958 
to Rs 234 million in 1958-59, Rs 245 million in 
1959-60, and Rs 365 million in 1960-61. During the 
period December 1960-July 1961, they were Rs 259 
million (an average of Rs 32.3 million a month, com- 
pared with a monthly average of Rs 30.4 million in 
the period April 1960-March 1961), or slightly less 
than 6 per cent of total exports. 


Iron ore and manganese ore accounted for most of 
the exports in the December 1960-July 1961 period. 
The principal purchasers of iron ore were Japan, 
Czechoslovakia, and Yugoslavia, and the largest pur- 
chasers of manganese ore were the United States, the 
United Kingdom, and Japan. 


Among the other exports of the State Trading Cor- 
poration were the following, in order of importance: 
ferromanganese, shoes, cement, coffee, mica, tobacco, 
chrome ore, opium, salt, woolen textiles, jute textiles, 
pulses, bauxite, shellac, manganese dioxide, kayanite, 
sugar bags, and stone boulders. 


Source: The Economic Times, Bombay, India, Sep- 
tember 3, 1961. 


Foreign Trade of Ceylon 


In the first half of 1961, Ceylon had a trade surplus 
of Rs 71 million ($15 million); exports amounted to 
Rs 880 million ($185 million) while imports were 
Rs 809 million ($170 million). Total exports were 
lower by Rs 68 million than in the first half of 1960. 
Earnings from rubber exports fell by Rs 92 million, as 
the volume of exports decreased by 23 per cent and 
the price by 20 per cent. Earnings from tea exports 
increased by Rs 6 million, with both volume and price 
rising by 1 per cent. 

From January to June 1961, total imports were 
Rs 154 million lower than in the comparable period 
of 1960. There was a decline of 38 per cent in the 
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volume of rice imports, and the total value fell by 

Rs 42 million. Declines in the value of other imports 

included Rs 11 million for sugar, Rs 5 million for 

fruits and vegetables, and Rs 2 million for beverages 

and tobacco. 

Source: Ceylon News, 
ber 21, 1961. 


Colombo, Ceylon, Septem- 


Tax Relief for industries in Ceylon 

The Government of Ceylon has announced certain 
additional concessions for private industries with state 
participation. Joint .state-private enterprises that com- 
mence before Mar, 31, 1963 will be exempt from 
corporate income ti & in the first year of production and 
for five years there ®er. The exemption also applies 
to dividends paid t§ investors. Other concessions in- 
clude tariff adjustments on raw materials, protection 
through import contiols and tariffs, the lease of land 
for factory building, loans, technical advice, govern- 
ment patronage, and state marketing. Private enter- 
prises that are established with state approval are 
entitled to partial tax relief equivalent to 5 per cent of 


the invested capital. 
News, Colombo, 


1961. 


Source: Ceylon 
ber 14, 


Ceylon, Septem- 


Economic Measures in Japan 

The basic discount rate of the Bank of Japan was 
raised by 0.365 per cent, to 7.3 per cent, effective 
September 29. This was the second increase in a little 
over two months, the first having been on July 22, when 
the rate was raised to 6.935 per cent, from 6.57 per 
cent, the rate prevailing since January 26, 1961 (see 
this News Survey, Vol. XIII, p. 230). It is expected 
that increases in the lending rates of commercial banks 
will follow immediately. The minimum cash reserve 
requirements were also changed, with effect from 
October 1. Banks with deposits of more than ¥ 100 
billion are now required to hold 1 per cent of time 
deposits and 3 per cent of other deposits; the propor- 
tions are 0.75 per cent and 2.25 per cent, respectively, 
for banks with deposits of more than ¥ 20 billion but 
not more than ¥ 100 billion. No change has been made 
for banks with smaller deposits. Previously, the rates 
were 0.5 per cent for time deposits and 1.5 per cent 
for other deposits for banks with deposits of more 
than ¥ 20 billion, and 0.25 per cent and 0.75 per cent, 
respectively, for banks with smaller deposits. The pen- 
alty rates have been raised for borrowings by commer- 
cial banks from the Bank of Japan in excess of the 
limit set for each bank. 

With effect from September 18, the Japanese Gov- 
ernment has increased the advance deposit required 
for imports. Except for certain items, importers will 
now be required to deposit with foreign exchange banks 
from 0.1 per cent to 35 per cent of the value of the 


import. Previously, the deposit requirement was 
within 1 per cent of the value of the intended import 
and was applicable only to liberalized imports. Ac- 
cording to Mr. Fujiyama, Director General of the 
Economic Planning Agency, the new requirement is 
aimed at checking speculation in imports. He empha- 
sized that no special measures to restrict imports are 
under consideration at present. Mr. Sato, Minister of 
International Trade and Industry, declared that, when 
the balance of payments situation improved, the Gov- 
ernment would restore the rates of the advance deposits 
to those prevailing before September 18. 


These various measures will reinforce a series of 
corrective measures taken since July. In an address 
delivered to the Diet on September 28, Prime Minister 
Ikeda stated that the increase in gross national product 
for the current fiscal year, which began in April 1961, 
was estimated at about 10 per cent in real terms and 
far exceeded the rate of increase envisaged in the ten- 
year plan (see this News Survey, Vol. XIII, p. 6). The 
pace of expansion had resulted in a strain on resources. 
Prices had risen, and there had been a marked deterio- 
ration in the balance of payments. The Prime Minister 
emphasized the need for curbing excessive economic 
activity, and he expressed the belief that, with the 
cooperation of the people, the balance of payments 
would be brought into equilibrium by 1962. Finance 
Minister Mizuta stated that further measures to be 
taken by the Government would include deferment of 
government construction work and promotion of ex- 
ports; and he made it clear that the Government would 
continue to pursue stringent fiscal and monetary poli- 
cies during the next fiscal year. 

Sources: Nihon Keizai Shimbun, September 16, 17, 
and 28, 1961, and The Japan Times, Sep- 
tember 17, 1961, Tokyo, Japan. 


Tax Exemption for Basic Industries in the Philippines 


Under legislation recently enacted in the Philippines, 
approved concerns in basic industries will be exempt 
from the payment of the special import tax, compen- 
sating tax, foreign exchange margin fee, and tariffs on 
imports of machinery, spare parts, and equipment. The 
exemptions, however, are to be granted only if the 
machinery, spare parts, and equipment are not avail- 
able domestically in reasonable quantity and quality and 
at reasonable prices. 

The legislation provides for 100 per cent exemption 
until the end of 1966, 75 per cent in 1967, 50 per cent 
in 1968, and no exemptions after that year. A Board 
of Industries is to be set up to process and approve 
applications for tax exemptions under the law, which 
lists the basic industries to which the exemptions would 
apply. Packaging and assembly plants are not entitled 
to the exemptions. Once the demands of the market 
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are met, approvals to additional firms are not to be 
granted. This legislation replaces the New and Neces- 
sary Industries Act, the benefits under which were 
scheduled to expire on December 31, 1962. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., September 18, 
1961. 


Western Hemisphere 


Sales of Goods Manufactured Abroad by U.S. Companies 

Sales of goods manufactured abroad by subsidiaries 
and branches of U.S. companies totaled nearly $24 bil- 
lion in 1960. This was about $2.5 billion more than 
in 1959, and $5 billion more than in 1957, the first 
year for which data on such sales are available. The 
most substantial increase has been shown by European 
branches and subsidiaries, whose sales accounted for 


60 per cent of the expansion in total sales between 
1957 and 1960. 


In 1960, sales by European branches amounted to 
$9.3 billion; Canadian branches, $8.9 billion; Latin 
American branches, $3.2 billion; and branches in 
other areas, $2.2 billion. When compared with 1959, 
there were increases of 20 per cent for the European 
branches, 2 per cent for the Canadian, and 14 per cent 
for the Latin American; other areas showed an increase 
of 16 per cent. 


The growth of 12 per cent from 1957 to 1960 in 
sales of manufactures of foreign-based U.S. companies 
contrasts with an increase of less than 5 per cent in 
total exports of manufactured goods from the United 
States. For a group of selected manufactures (chem- 
icals, rubber products, machinery, and transportation 
equipment), sales by branches and subsidiaries abroad 
rose from $11.6 billion in 1957 to $15.4 billion in 
1960, while exports from the United States rose by a 
much smaller amount—from $7.2 billion to $7.5 bil- 
lion. For transportation equipment alone, there has been 
a strong growth in sales of such equipment manufac- 
tured by U.S. plants abroad, in contrast to a decline 
in exports from the United States. In 1960, trans- 
portation equipment accounted for 40 per cent of the 
increase in total sales by U.S. branches and subsid- 
iaries; most of the sales of this equipment were in 
Europe and Latin America. 


Source: Department of Commerce, Press Release, 
Washington, D.C., September 26, 1961. 


Loans Received by Mexico 

During the first half of 1961, foreign loans to 
Nacional Financiera, a financial agency of the Govern- 
ment of Mexico, totaled US$106.3 million. When 
account is taken of unused lines of credit granted in 
previous years, foreign credits used during this period 


totaled $115 million, of which $38 million was for 
electric power, $35 million for irrigation and public 
works, $26 million for transportation, and the remain- 
der for the oil, automotive, iron and steel, and other 
industries. There were loans from the Export-Import 
Bank of Washington, the International Bank for Recon- 
struction and Development, and private banks and 
suppliers. As amortization payments of foreign loans 
amounted to $51 million in the same period, the net 
inflow of foreign credit channeled through Nacional 
Financiera totaled $64 million. At the end of June 
1961, Nacional Financiera had repayment obligations 
of $728 million. 


Petroleos Mexicanos, the state petroleum monopoly, 
announced that a credit of $38 million had been 
obtained in July from the French bank, Crédit Lyon- 
nais, for the installation of a refinery in Mazatlan. 
The Inter-American Development Bank (IDB) an- 
nounced a credit of $3 million for small and medium- 
sized private enterprises and, in September, a credit 
of $13 million to Nacional Financiera for irrigation 
projects. It was further announced that the Social 
Progress Trust Fund of the IDB would lend $60 mil- 
lion to Mexico to help to open underdeveloped areas. 


Sources: Banco Nacional de Comercio Exterior, S.A.., 
Comercio Exterior de Mexico, Mexico, D.F.., 
September 1961; The Journal of Commerce, 
New York, N.Y., September 11, 1961. 


New Development Bank in Paraguay 


Under a decree dated March 1961, Paraguay has 
established a National Development Bank, which will 
replace the Bank of Paraguay. The new bank will 
begin operations in October 1961. It will have an 
authorized initial capital of @ 1,500 million, which 
will be accumulated over time from the proceeds of a 
5 per cent surcharge on imports and from other reve- 
nues assigned for this purpose. It will take over from 
the Bank of Paraguay its deposits and other liabilities 
to the private sector, together with certain real assets, 
cash holdings, and up to @ 500 million of assets from 
the loan portfolio. The remaining assets and liabilities 
of the Bank of Paraguay will be transferred to the 
Central Bank of Paraguay for liquidation. (At the end 
of June 1961 the Bank of Paraguay had a loan port- 
folio of about @ 1,730 million and liquid assets of 
@ 135 million. Deposit liabilities were about @ 260 
million, and liabilities to the Central Bank were 
@ 1,780 million.) 

The lending operations of the National Development 
Bank will be effected through three financially sep- 
arate departments. The Development Department will 
have an authorized capital of @ 1,000 million, and its 
resources will be supplemented by the proceeds of bond 
and mortgage bond issues and of foreign loans. It will 





316 


provide medium-term and long-term credit for agri- 
culture, forestry, and manufacturing, together with 
short-term credits to meet working capital require- 
ments associated with these loans. The Commercial 
and Savings Department will have an authorized cap- 
ital of @ 200 million. It will accept deposits from the 
public and carry on normal commercial banking activ- 
ities, extending credits of up to six months’ duration. 
The Agricultural and Livestock Department will have 
an authorized capital of @ 300 million. It is designed 
to extend short-term and medium-term credit to small 
producers in conformity with the programs of the 
Ministry of Agriculture and the Ministry of Industry 
and Commerce. 

The President and Board of Directors of the National 
Development Bank have already been appointed, and 
a loan of $3 million from the Inter-American Develop- 
ment Bank has been approved in principle. 


Sources: Ministerio de Industria y Comercio, Paraguay 
Industrial y Comercial, June 1961, and 
Banco Central del Paraguay, Boletin Esta- 
distico Mensual, July 1961, Asuncién, Para- 
guay; Bank of London & South America 
Limited, Fortnightly Review, London, Eng- 
land, June 17, 1961. 


Fund Transactions 


Transactions during August 1961 were by far the 
largest in any month in the Fund’s history. Seven 
countries drew the equivalent of $1,794.25 million, as 
follows: the United Kingdom, $1,450 million; India, 
$250 million; Mexico, $45 million; Indonesia, $41.25 
million; Yugoslavia, $5 million; Ecuador, $2 million; 


and Bolivia, $1 million. Of the total, $636 million 
was drawn in U.S. dollars, and the equivalent of $327 
million in deutsche mark, $285 million in French 
francs, $141.25 million in Italian lire, $120 million in 
Netherlands guilders, $90 million in Belgian francs, 
$60 million in sterling, $55 million in Japanese yen, 
$50 million in Canadian dollars, and $30 million in 
Swedish kronor 


Stand-by arrangements entered into during the month 
totaled $556.25 million: the United Kingdom, $500 
million; Indonesia, $41.25 million; and Guatemala, 
$15 million. The drawings by Bolivia, Ecuador, Mex- 
ico, and Yugoslavia, mentioned above, were made 
under stand-by arrangements agreed earlier this year; 
the drawings by the United Kingdom and Indonesia 
were additional to the stand-by arrangements agreed in 
August. 


Repurchases during the month totaled $78.05 mil- 
lion, of which the equivalent of $60 million was made 
in sterling and the remainder in U.S. dollars. India 
repurchased its currency to the value of $63.25 million, 
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Chile to the value of $6.28 million, Morocco $7.52 
million, and Bolivia $1 million. 


The Fund used $500 million of its gold stock to 
acquire currencies equal to one third of each of the 
currencies drawn by the United Kingdom (see this 
News Survey, Vol. XIII, p. 241). 


Corrigendum 

Vol. XIII, No. 29, July 28, 1961, page 231, item 
“Credit Controls in Chile”: In the second sentence, 
“100 per cent” should read “1,000 per cent.” This 
figure was correctly stated in the source, the Fort- 


nightly Review of the Bank of London & South America 
Limited. 
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